OW 


-WAINOCO 


OIL AND CHEMICALS LIMITED 


1969 ANNUAL “REPORT 


ey 


00z'se $ sPB‘TOOT$ - Tedeo Sury.oM ur oseatoUy 


S69'%Ch 
06L‘F -. S}JEsse 19Y}O 0} SUOT}IPPY 
LIG‘Ch 260'FP “6 ee MOD 
W193} suo, Jo uorjonpsy 
000°€E oor tye GHG AREAL kee 
‘ssulpjoHy AeMjoo,y fo 
}Qap W419} SuOT Jo osreyosIg 
6 6 4 SEH FS - - = = spunj jo Aepno 
: ue SUIATOAUI JOU SUWId}I 
sso] Sosuedxo OAT} eI}SIUTUL 
4YIOE ANN ONIGNA SHLNOW XIS JHL YOs sh rene ___ pe pue jeroues ‘As0yes0[dxq 
822'$Z LOE‘SP - sjosse poexif Jo oseyoing 
z ‘ ~ 9900°$bZ 2 = 4: Iso Sorredoid 
ses pue [10 0} SUOT}IPPV 
ispunj jo uorjeorjddy 
ChE T6 SESber'T 
P8L'9 - - sjusujsoaut Jo yesodsiq 
POPIT -  eseyoind uo poimnboe 


‘PIT ‘ssuIppoy, Aemyoo[ 7 
jo yeyideo SulyIom jon 


218° SST ‘Z6T - + - - += + + syasse 
PexI} 19y}0 pue sorjs1edoid 


seS pue [Io jo yesodsiq 
ase LEOEIOT - = 2s UOIs[e} 


-Ideo jo sareys 000‘OSh JO 
ddURNSST WOIZ Spadd01d JON 


SdACIOH3AYVHS AHL OL 


1dOddd WIddLNI 


Se1'F8 GZS‘00Z 


GH9FE 0S0°6% - spunj jo Aepyno ue Bul 
-A[OAUT JOU SUA} 10Y}0 
pue uoljeneidep ppy 


s8r6r $ SLPTILI $ polsed oY} 10J oWIODUT JON 
suorje10dQ 


:spung JO 901n0g 


GaLiwit 
STVDINAHD AGNV 110 


ODJONIVM 


896T 696T 


WAINOCO OIL AND CHEMICALS LIMITED - 312 FOURTH AVENUE S.W., CALGARY 1, ALBERTA, CANADA 


8961 GNY 6961 ‘O€ INN G3IGN3 SHLNOW XIS 3H YOd 


SGNN4 dO NOILVOIIddV 
GNV 30¢uNOS SO LNAWALVLS G3LVdI1OSNOD 


TO OUR SHAREHOLDERS: 


FINANCIAL 


Net income for the six months ended June 30, 
1969 rose to $171,475 or 7.9¢ a share on 2,154,435 
average shares outstanding. This represents a per 


share increase of 88% over earnings of $53,074 or 


4.2¢ on 1,249,435 ave 
end of the first half of 1968. Gross revenues for the 


period were $2,116,076, up from $1,681,608 a year 
ago. 7 


Following approval voted by shareholders at the 
March 31, 1969 Annual Meeting, a private placement 
of 450,000 treasury shares of the Company was 
made for a net consideration of $1,013,647. Proceeds 
from this issue are being applied towards reduction 
of bank debt, acquisition of oil, gas and mineral 
properties, as well as the purchase of a transporta- 
tion company and a vegetation control firm. 


OPERATIONS 


The Company owns 20% interest in a well 
being drilled in Lea County, New Mexico which has 
tested 14.2 million cubic feet of gas per day and an 
unmeasured amount of distillate from the Morrow 
sand at 11,600 feet. Subsequent tests have yielded 
oil from the Devonian section at 13,100 feet. Full 
significance of this discovery will be determined 
following the well’s completion. In addition to the 
wellsite, the Company’s interest covers 800 acres of 
adjoining leases. 


Exploration has commenced on Company-owned 
mineral prospecting permits covering 360,000 acres 
in the Northwest Territories. Atlantic Richfield is 
conducting geophysical and geologcal studies under 
an agreement whereby they may earn a fifty percent 
interest in these permits. 


Drilling activity will soon commence on several 
Canadian oil and gas prospects developed as part of 
the 1969 Company exploration program. 


NEW PROJECTS 


es 


e shares outstanding at the _ 


Transportation 

Effective May 31, 1969, the Company acquired 
all of the outstanding shares of Fleetway Holdings, 
Ltd. in exchange for 5,000 treasury shares: a maxi- 
mum of 5,500 additional shares has been reserved 
for issuance to the vendor subject to future earnings 
of Fleetway. In addition, $33,000 of Fleetway’s long 
term debt was discharged by the Company. 


Fleetway specializes in bulk hauling of chemicals 
with $350,000 in revenues projected for the next 
year. Additions to the equipment of this division are 
currenily being made which will add to its capability 
for hauling in both Canada and the United States. 
It is expected that Fleetway will provide greater 
efficiency in delivery of the Company’s chemical 
products as well as those handled for other clients. 
Considerable savings will be achieved in combining 
warehouse needs of the Company’s chemical division 
with those of Fleetway. 


Chemical 

Enlargement of our chemical service is planned 
through the purchase of a Vancouver based chemical 
spray company. Estimated 1969 sales for this firm 
are $350,000 and its acquisition will provide the 
vegetation control division with a servicing facility 
for the railroad industry as well as an established 
west coast organization. 

* * * 

Earnings and working capital position at 
June 30, 1969 reflect a successful six months period. 
An active program of exploration and expansion 
supported by a strengthened financial structure point 
toward a record year of growth. 


Joun B. ASHMUN 
President 
Calgary, Alberta 
August 25, 1969 


CONSOLIDATED STATEMENT OF INCOME 
FOR THE SIX MONTHS ENDED JUNE 30, 1969 AND 1968 


19 1968 
| = ee 
Sales - - - - - - - -©@ $2,116,076/( $1,681,608) 
~—Cost of sales - - - - - - 1,628,563 1,486,039 
Gross profit- - - - - - - 487,513 195,569 
Other income - - - - - - 42,232 41,107 
529,745 236,676 
——— Ose 

Expenses 

Selling = --- = - - - = 254,672 90,795 
General and administrative 103,598 75,439 
358,270 166,234 
Operating income- - - - - 171,475 70,442 
Less loss on disposal of fixed Dea 
assets) - - - = =- = = = — 17,368 | 
Net income for the period $ 171,475 53,074 _ 
Net earnings per share- - - 7.9¢ 4.2¢ 


No income taxes are payable on the profit for 
the six month periods ended June 30, 1968 and 1969 
because of the carry forward for tax purposes of 
losses from previous years and the availability of 
drilling and exploration expenditures which are de- 
ductible under Canadian income tax law. 


(Subject to audit and adjustment at year end) 
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GROSS REVENUES 


Millions of dollars 


1966 1967 


NET INCOME 


Hundreds of thousands of dollars 


1967 


1968 
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oil from the Devonian section at 13,100 feet. Full 
significance of this discovery will be determined 
following the well’s completion. In addition to the 
wellsite, the Company’s interest covers 800 acres of 
adjoining leases. 


Exploration has commenced on Company-owned 
mineral prospecting permits covering 360,000 acres 
in the Northwest Territories. Atlantic Richfield is 
conducting geophysical and geologcal studies under 
an agreement whereby they may earn a fifty percent 
interest in these permits. 


Drilling activity will soon commence on several 
Canadian oil and gas prospects developed as part of 
the 1969 Company exploration program. 


vegetation control division with a servicing facility 
for the railroad industry as well as an established 


west coast organization. 
* * * 2 


Earnings and working capital position at 
June 30, 1969 reflect a successful six months period. 
An active program of exploration and expansion 
supported by a strengthened financial structure point 
toward a record year of growth. 


Joun B. ASHMUN 
President 


Calgary, Alberta 
August 25, 1969 


Net income for the period { $ 171,475) 
Net earnings per share - 


No income taxes are payable on the profit for 
the six month periods ended June 30, 1968 and 1969 
because of the carry forward for tax purposes of 
losses from previous years and the availability of 
drilling and exploration expenditures which are de- 
ductible under Canadian income tax law. 


(Subject to audit and adjustment at year end) 


REPORT TO THE SHAREHOLDERS: 


GROSS REVENUES 
Millions of dollars 
The growth of Wainoco in 1969 was marked 
by greater activity in oil, gas and mineral 
developments as well as by the improved performance 
and expansion of its chemical operations. 
Increased earnings combined with an equity funding 
aided this growth and helped strengthen the 
Company’s financial structure. 


Two gas discoveries and the acquisition of acreage 
in several prospective areas resulted from 
exploration efforts during the year. The purchase 
of two privately-owned firms served to 

supplement and broaden the chemical division 

as its revenues reached new high levels. 


FINANCIAL 


Gross revenues for 1969 were $4,772,316, an Lae 
increase of 40% over the $3,401,790 reported for 
the previous year. Consolidated net income 

was $438,690, a 148% improvement over the 
$176,218 of 1968. Earnings per share, based on 
———— 

the average shares outstanding during the year 
were 21.3¢, more than twice the 10.4¢ of the 

prior period. Working capital at year end was 
$813,994 as compared to a deficiency of $244,261 Hundreds of thousands of dollars 
at December 31, 1968. 


1967 1968 


NET INCOME 


A private placement of 450,000 Treasury shares 
was made in April for a net receipt of $1,013,512. 
These funds were allocated toward the reduction 

of bank indebtedness, the acquisition of oil 

and gas properties and a vegetation control 
business, as well as the expansion of Calgary office 
quarters and other general operating requirements. 


OPERATIONS 
Oil and Gas 


Ten wells have been drilled by the Company since 
January 1969 with the successful completions 

of one development oil well and two exploratory gas 
wells. Wainoco holds interests in 47,000 acres 


1965 1966 1967 1968 


around two producing oil wells in the Moberly a joint mineral prospecting effort in the Yukon 


area of British Columbia. Additional drilling Territory, and further work is expected to be 

will be conducted this year to further evaluate undertaken this summer. Exposure to other 

the producing portion of this block as well as to mining prospects will be gained in 1970 through 
explore other potential horizons. A Cretaceous continued participation with those proficient in 
sand gas discovery was made as a result of a five this field. Exploration work conducted on a mining 
well exploration program drilled in southeastern permit in the Wollaston Lake area of Saskatchewan 
Alberta. Two development wells are planned for indicated little promise of mineralization and it 

the immediate future on 7,000 acres of leases has been surrendered. 


Surrounding this well. A farmout of Wainoco leases 
at the south end of this block will result in the 
drilling of two more test wells by other 

companies. At Dahl River, British Columbia, Wainoco TRAVIS CHEMICALS maintains its position as 


Chemicals 


was a participant in the drilling of a gas discovery Canada’s leading distributor of gas processing 
in the early part of this year. Recent successful chemicals. An increase in 1969 sales of 28% 
results of drilling by others has established a over the preceding year reflects that this division 
large productive area near this well, and a 5,500 is keeping pace with its recent growth record. 
acre block of leases has been acquired by the The forecast of larger Canadian gas production 
Company and its partners for further development. and processing volumes points toward greater 


in 1 ; 
A drilling program of considerably greater pro- fevenuess Ta 


portions than those of previous years is scheduled TRAVCHEM SERVICES underwent a major change in 


for the current period. Several prospects have organization during the past year. The resulting 
been developed by our staff, and drilling funds consolidation of this division led to a rise in 
from outside sources will be utilized for much of gross revenues of 30% over the previous period. 
the exploration of these plays. Increased Continuation of a higher sales rate in the early 
emphasis is being placed on the Company's search part of this year provides encouragement for the 
for gas as a result of an improved market for future performance of this blender and supplier 
this product in western Canada. The map included of oil industry chemicals. 

in this report illustrates the location of Wainoco 

properties in Alberta and British Columbia where MOLSBERRY CHEMICAL SPRAY division was 
some of this drilling will take place. In addition, enlarged by the purchase of Later, S. of Canada 
the map shows the size and location of all Ltd., a Vancouver based vegetation control firm. 
other Canadian properties resulting in a total net This acquisition placed Molsberry in the business 
acreage ownership of 1,763,451 acres. of spraying railroad rights of way as well as adding to 


its western operations. Molsberry is now one 
of the largest Canadian firms specializing in 


Mining 

chemical and mechanical vegetation control 
Current projects include exploratory programs on services. 
two mining permits owned by the Company in the 
Northwest Territories near Henik and Dubawnt FLEETWAY TRANSPORTATION, a trucking firm 
Lakes, and in the mineralized belt of northern operating in western Canada was purchased to 
Saskatchewan near Lac La Ronge. Wainoco complement handling and storage of chemicals and 
continued its participation this past summer in to provide a source of transportation for other 


products. Warehouse operations in Calgary and 
Vancouver offer terminal storage for liquid 

and bulk products which are moved by tankers 
and flat deck trailers based in each location. 
Bagging facilities are provided for the packaging 
of dry chemicals and other bulk materials. 


Achievements of the past year are the result 

of progress made in all Company divisions. 
Equity financing allowed for the expansion of 
each phase of operations and for the elimination 
of long term debt and bank loans. Although 
One-third more shares were issued for these 
funds, a rate of earnings has been attained which 
doubled the earnings per share this year. From 
this stronger financial position and with widened 
operating facilities, Wainoco can move ahead 

on its course toward the development of natural 
resources and the distribution of chemical products. 


On behalf of the Board. 


NET INCOME PER SHARE 
V tt hia Mae 


JOHN B. ASHMUN 


President 
1966 1967 1968 1969 


March 3, 1970. 


CANADA 
Wainoco Properties 


Exploratory Permits 


Areas of Leases, Permits, and Reservations 
100 ) 100 200 300 


Miles 


WAINOCO OIL AND CHEMICALS LIMITED AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET — DECEMBER 31, 1969 AND 1968 


ASSETS 
1969 1968 
CURRENT 
Cash-and: short term depesits 4% os une en ee $ 240,032 $ 40,390 
ANON SeIEIN 6 Go oo G o 6.5 0 oo 6 Goo & 6 o 6 « # 987,260 733,924 
Inventory of chemicals at the lower of cost 
OPUS RIVA WRI 5 95 6 6 0 & 6 « 0 6 © ©: 2 bd 6 4 & 316,267 261,324 
Prepaid: .expetises: “and <deposits: 9) = 3 022) ey eee er 56,555 9,448 
dhorileiiacineehiSe shia 6 6) 6 so a 8 6 w@ 6 6 x 1,600,112 1,045,086 
INVESTMENTS: — AT‘COST @ 2 3). ee 75,819 103,856 
FIXED — AT COST 
|: ne or eT EME ABD te ee ee HES ot 16,561 
Buildings, equipment. and) fixtures) 2 yes an cae 550,005 394,338 
Petroleum properties — 
Producing —<) (9 \ ty owned at NS ae ee 263,609 205,359 
Non-producing ee ee ee a Pet ee eh PE 8 31/0337 321272 
Well-equipment: « >s))3 — 2 ae ee 111,241 100,555 
18 A sys 1,038,085 
Wess 
Accumulated depreciations {pacar yee amen aanr ae nn Ne an 222,239 160,940 
Accumulated depletioniee © +) e.aee ae mst irae ets 37,688 26,799 
259,921 187,739 
1,052,832 850,346 
EXPLORATORY, GENERAL AND ADMINISTRATIVE 
EXPENSES, DEFERRED (94 62 02 ee ee eee 335,068 278,586 
OTHER 
Goodwill —=. at ‘cost? 7 pst. iees he, pin ED cee ee ae 239,350 239,350 
Deferred receivables, retundable deposits, cte-ae) 1. a) ne 200,504 31,248 
439,854 270,598 
On behalf of the Board: $3,503,685 $2,548,472 


JOHN B. ASHMUN, Director. 


ROBERT F. SMITH, Director. 


LIABILITIES 


1968 
CURRENT 
Bank indebtedness 3o se hr en eat cae ny, Sane eae ee ees. Le mee Sosa. Sou, 
Bec Grits DAVAO R MM NIUNE Cy ha Bice ek ea a a Se a $ 754,118 698,226 
ircentnstalments, ol long term: debt 4 2%. «5 ee wy 32,000 56,734 
Ti@tall Guia INIT 3g oe oe 6 6 3 6 6 om 8 Ge 786,118 1,289,347 
LONG TERM DEBT less instalments due 
within one year included in current liabilities 61,010 
SHAREHOLDERS’ EQUITY 
Share capital (Notes 3 and 4) — 
Authorized: 
3,000,000 common shares of $.25 par value 
Issued: 

2,169,435 common shares (1968 — 1,699,435 shares) . . .. . 542,359 424,859 
BoncnOutcamSUEPLUS es) Se <r AP GS we Rs Oe) eee ee ee le 1,560,300 597,038 
Rierarnca seariings tier ye toe sy, os pee ee we ee eG ewes oe 614,908 176,218 

ZT Ade SOW. tS v5 


$3,503,685 $2,548,472 


(See accompanying notes) 


AUDITORS’ REPORT 
To the Shareholders of Wainoco Oil and Chemicals Limited. 


We have examined the consolidated balance sheet of Wainoco Oil and Chemicals Limited as at 
December 31, 1969 and the consolidated statements of income and retained earnings, contributed 
surplus, exploratory, general and administrative expenses deferred and source and application of 
funds for the year then ended. Our examination included a general review of the accounting proced- 
ures and such tests of accounting records and other supporting evidence as we considered necessary 
in the circumstances. 


In our opinion these financial statements present fairly the financial position of the company and 
its subsidiaries as at December 31, 1969 and the results of their operations and the source and appli- 
cation of their funds for the year then ended, in accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the preceding year. 


Calgary, Alberta. CLARKSON, GORDON & CO. 
February 26, 1970. Chartered Accountants. 


WAINOCO OIL AND CHEMICALS LIMITED AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


Years Ended December 31, 1969 and 1968 


1969 1968 
Sales and other operating revenues . $4,772,316: $3,401,790 
Expenses: 
Cost of sales and operating expenses 3,783,641 2,817,483 
Selling 228,929 175,067 
General and administrative DSS A4: 190,939 
4,266,314 3,183,489 
Income before depreciation 506,002 218,301 
Depreciation G/,312 42,083 
Net income for the year (Note 2) ie {176,218 / 
Retained earnings (deficit) at beginning of year . 1763.18 (2543-119) 
614,908 (2,366,901) 
Add transfer from contributed surplus (Note 4) 2,543 19 
Retained earnings at end of year . $ 614,908 $ 176,218 
CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 
Years Ended December 31, 1969 and 1968 
1969 1968 
Balance at beginning of year . $ 597,038 $1,723,060 
Add: 
Transfer from share capital (Note 4) 937,075 
Premium on shares issued during year (Note 3) . 963,262 480,022 
1,560,300 3,140,157 
Less transfer to retained earnings (Note 4) 254319 
Balance at end of year . $1,560,300 $ 597,038 


(See accompanying 
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notes) 


WAINOCO OIL AND CHEMICALS LIMITED AND SUBSIDIARIES 


| 
CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
Years Ended December 31, 1969 and 1968 


1969 
Source of funds: 
Operations — 
Net income for the year. . a ee ee $ 438,690 
Add depreciation which did not ‘involve an in outlay of funds rs os ee ae 67,312 
506,002 
Disposal of fixed assets and oil and a DEODEERCSa rae em cake ea i ee ae 217,347 
isspe. OL Share capital’. . . ; Oe ee ON Wks oe Loe pe eee 1,080,762 
RECWTATOM. OP MNES yy a SE) GG SG nue bea el NB eet c 28,037 
1,832,148 
Application of funds: 
PPOeMoOnsetO Olland eas properties. «6 5 ew 160,735 
PNGCTULOMSMtOMOUNEIMASSCLS neues ks es ee see a es 169,256 
incase OL wiixedmassets 2 4. Sie iit, oak vis) Cae eirees a: 286,897 
Exploratory, general and administrative expenses 
seis nOLTequirmg an Outlay-of funds / 2. 2% 2 & 4 @ uo 95995 
Purchase of investments PU ee RT Re ec pair ass es 5) xen s 
Betincmicncorions term debt. <q 2 ce we ea we 61,010 
773,893 
mmeascm(dcctease) in Workin® capital 4 «-. 4. «© . . 6 2 «© « 2 ¢ 1,058,255 
Porane-capital (deficiency) at beginning of year . . . . . .». 4 4... (244,261) 
Smowane capital (deficiency) at end of year’: . . . : 9. 2 # » s «» « $ 813,994 | 
CONSOLIDATED STATEMENT OF EXPLORATORY, GENERAL AND 
ADMINISTRATIVE EXPENSES DEFERRED 
Years Ended December 31, 1969 and 1968 
Balance Balance 
January 1968 December 1969 
1, 1968 additions 31, 1968 additions 
Expenses: =e 
measccoperatine Costs. a) 4 uns 2 $ 33,993 $ 39,568 S W359) $ 45,906 
Dry Jholercosts, 3 oe OA ew A ot 1223.01 108,048 230,349 126,482 
Geological and Ecophy sical 
Salariéssand EXPenses 72 4 Steak a MSI I 56,671 82,248 MOS, 
ILGASS: IGE BM ee Bgl a eee 1,623 5,029 6,652 34,962 
COLE CIALION Men Gn 4 st ee? Saker 8 oes 16,991 12,283 29,274 12,864 
Depletion . . Sagracce <at> 17,159 9,640 26,799 10,889 


General and administrative . es. rN wae 29,858 Wats 105,633 iN(33},, 11721 


DATES 02 307,014 554,516 420,503 
Less income: 


Mileandsascsales. 2° es « Ee hee dy 105,114 59,907 165,021 60,874 
Income from turnkey contracts ae ye oe 24,049 11,641 35,690 107,967 
iaainvon sale “Ok properties .. < «9. a 11,818 (9,628) 2,190 68,43 1 
Income from limited partnerships . . . . SEG) 36,512 46,09 | 98,843 
Oticravenae awe ee he ee aie 10,742 16,196 26,938 27,906 

161,502 114,428 275,930 364,021 


$ 86,000 $192,586 $278,586 $ 56,482 


(See accompanying notes) 


if 


1968 


$ 176,218 
42,083 


218,301 
14,8110 
592,522 


825,634 


598,372 
270,598 
216,051 


158,135 
103,856 
56,734 


1,403,746 


(578,112) 
333,851 


$ (244,261) 


Balance 
December 
31, 1969 


$119,467 
356,83 | 


108,527 
41,614 
42,138 
37,688 

268,754 


O75: 019 


225,895 
143,657 
70,621 
144,934 
54,844 


639,951 
$335,068 


a 


WAINOCO OIL AND CHEMICALS LIMITED AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — December 31, 1969 


@ Accounting principles 


The consolidated financial statements include the accounts 
of the company and its subsidiaries, all of which are wholly- 
owned. The-accounts of a United States subsidiary have been 
converted to Canadian dollars on the basis that $1. U.S. equals 
$1.08 Canadian. 


Effective May 31, 1969 the company acquired all of the 
outstanding shares of Fleetway Holdings Ltd. in exchange 
for 5,000 shares of the company valued at $25,000. The 
excess of the purchase consideration over the net book value 
of the assets at date of acquisition, $14,912, was attributed 
to fixed assets. An additional 5,500 shares may be issued to 
the vendor in the future depending upon the level of earnings 
of the Fleetway operations. : 


Effective August 1, 1969 the company acquired all of the 
assets and assumed certain liabilities of Later, S. of Canada, 
Ltd. for a consideration of $145,884. 


The company follows a practice of capitalizing all expenses 
in connection with its oil and gas operations, net of income 
received, pending more substantial development of its prop- 
erties. Details of such expenses and income are included in 
the consolidated statement of exploratory, general and admin- 
istrative expenses deferred. Operations relating to the com- 
pany’s chemical and trucking operations are included in the 
consolidated statement of income. 


Certain of the 1968 accounts have been reclassified to con- 
form with the 1969 classification of accounts. 


oS Income taxes 


For Canadian income tax purposes, the companies are 
entitled to claim drilling, exploration and Jease acquis- 
ition costs (intangible costs) and capital cost allowances (de- 
preciation) in amounts which may exceed the related depletion 
and depreciation provisions reflected in the accounts. As a 
result, no income taxes are payable in respect of income re- 
ported for the 1969 and 1968 fiscal years. The balance of such 
expenditures which remain to be carried forward at December 
31, 1969 and applied against future taxable income are as 
follows: 


Drilling, exploration and lease acquisition costs $502,000 


Undepreciated capital cost $886,000 


The companies do not consider that it is appropriate to pro- 
vide for income taxes deferred as a result of claims for drilling, 
exploration and lease acquisition costs. While this view con- 
forms with that of many other companies in the oil and gas 
industry in Canada, it differs from the tax allocation basis 
of accounting recommended by The Canadian Institute of 
Chartered Accountants whereby commencing January 1, 1968, 
income taxes should be provided on the basis of income re- 
ported in the accounts.: 
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With respect to depreciation, the amounts provided in the 
accounts to December 31, 1969 have exceeded the related 
capital cost allowances claimed for income tax purposes. 


If the tax allocation basis had been followed for all timing 
differences between taxable income and reported income, de- 
ferred income taxes of $209,000 would have been provided 
in 1969 ($78,000 in 1968) and net income for the year re- 
duced accordingly. However, on a cumulative basis to Decem- 
ber 31, 1969, the amounts charged in the accounts have 
exceeded the related claims for income tax purposes by $11,000. 


© Capital 


The following shares were issued during the year: 


Number of 


shares Consideration 


Under a plan for private placement 
for a cash consideration of $2.40 
per share less commission and 


fees) Of 60x48 See ae 450,000 $1 013552 
To an officer for a non-interest 
bear ea note, === 10,000 36,000 
To an officer on exercise of a 
stock .Oplion == 5,000 6,250 
In exchange for the outstanding 
shares of Fleetway Holdings 
tds “GNGte 1) se ee ees 5,000 25,000 
470,000 $1,080,762 


Of the total consideration received, $117,500 was credited 
to share capital account and the balance, $963,262, to con- 
tributed surplus. 


During 1969, options to purchase 18,500 shares were granted 
to officers and employees. At December 31, 1969 options 
were outstanding to officers to purchase 8,500 shares and to 
employees to purchase 25,000 shares at prices ranging from 
$1.25 to $3.19 per share, exercisable on various dates to 
September 13, 1974. In addition, 48,500 shares are reserved 
for the granting of future options to officers and employees, 
and 5,500 shares are reserved for possible future issuance to 
the former shareholders of Fleetway Holdings Ltd. (Note 1). 


@ Retained earnings and contributed surplus 


During 1968 the par value of the company’s shares “was 
reduced from $1 per share to $.25 per share which, with 
respect to 1,249,435 shares issued at that time, resulted in a 
transfer from share capital account to contributed surplus of 
$937,075. 


Also during 1968 an appropriation of $2,543,119 was made 
from contributed surplus to retained earnings. 


Oe) Statutory information 


The total remuneration paid to the directors and senior 
officers of the company during 1969 amounted to $111,617. 
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